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ANNUAL MEETING 


The Annual Meeting of Shareholders of Galt Malleable Iron 


Limited will be held at 9:30 o’clock in the forenoon, 


Toronto Time, in Confederation Room No, 3, of the Royal 


York Hotel, on Thursday, April 29, 1976. 


GALT MALLEABLE IRON LIMITED and subsidiary companies 


OFFICERS and DIRECTORS - 1975 


OFFICERS 


DAVID L. CHANDLER, Chairman of the Board 
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J. DOUGLAS MAJOR, Vice-President - Group Executive, Casting Divisions 
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c/o Garvey, Ferriss Garvey, Ferriss 
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Cambridge, Ontario Cambridge, Ontario 
SOLICITORS TRANSFER AGENTS AND REGISTRARS 
GARVEY, FERRISS GUARANTY TRUST COMPANY of CANADA 


Toronto, Ontario Toronto, Ontario 


GALT MALLEABLE IRON LIMITED and subsidiary companies 


Report to Shareholders 


EARNINGS AND DIVIDENDS 


Earnings, before extraordinary items, in 1975 
reached $991,820 or $1.52 per share. This is $ .74 
per share higher than 1974 and $ .82 higher than 1973. 


Favourably contributing to the higher net income 
was the company’s equity in earnings of Bartaco 
Industries Limited, an associated company. In 1975 
this equity amounted to $273,846 as compared to 
$106,243 in 1974, pe eee 


Galt Malleable assumed management control of 
Bartaco Industries Limited and its subsidiaries in early 
1974 and in order to acquaint you with the financial 
and operational activities of Bartaco, enclosed is its 


Annual Report for the period ended September 30, 1975. 


Regular quarterly dividends on the Class A and 
Class B shares were introduced in June 1975. Although 
compliance with anti-inflation legislation necessitates 
restraint on additional dividends, it is anticipated that the 
quarterly dividend policy of $ .10 per Class A share and 
similar payments less 15% taxes to holders of Class B 
shares will be maintained. 


CAPITAL EXPENDITURES 


Capital expenditures in 1975 amounted to $193,987. 


This reflects minimum expenditures which are absolutely 


essential to maintain capacity and operational efficiency. 


OPERATIONS 


In order to function most effectively, while main- 
taining maximum efficiency in overhead and 
manufacturing plans, Galt Malleable is structured 
into three product divisions: 

The Casting Manufacturing Division 
The General Manufactured Products Division 
The Special Products Division 


Each Division includes companies that are either 
controlled subsidiaries or associated companies over 


which Galt Malleable exercises effective management 
control. 


THE CASTING MANUFACTURING DIVISION 


The Casting Division is primarily engaged in the 
production of castings in malleable and ductile iron, 
with exports chiefly for the United States automotive 
market. This Division is comprised of three foundries 
located in Cambridge, Brantford and Orillia, Ontario. 


Notwithstanding a reduction in schedule demands, 
which was occasioned by a drop in automotive and 
truck production in North America in early 1975, the 
last quarter of 1975 saw an improvement which has led 
to this Division being presently loaded to capacity, 
with operations functioning at very efficient levels. 


In the highly competitive North American 
market for automotive castings, a satisfactory return on 
investment can only be maintained if vigorous 
marketing efforts are supported by advanced production 
equipment and techniques which allow for substantial 
reductions in unit costs. Based on this consideration, 
considerable market research is being conducted in order 
to determine future capacity and the modernization 
of facilities, which will strengthen this Division and 
enable it to compete successfully in the diversified 
areas of the North American castings market. 


THE GENERAL MANUFACTURED PRODUCTS 
DIVISION 


Machined products for the leisure trailer market, 
transportation seating for bus, streetcar and subway, 
and special purpose automotive machining call for the 
special blending of skills found within this Division. 


The General Manufactured Products Division 
is a result of the combination of the hardware 
division of Galt Malleable Iron Limited and the 
factory division of Bartaco Industries Limited. 


This combination has produced a formula for 
efficiencies in distribution and marketing efforts, 
as well as the control of overhead and the active 
programming of new product development. 


At the present time, product development is 
focused on a new seating concept for public 
transportation vehicles. The Otaco Transit Seating 
division of Bartaco Industries Limited has developed 
a new seating system which is called “Innovator 1”, 
and which has been favourably received by the North 
American transportation industry. Your directors 
consider that this new product holds promise and 
that future growth in export sales may be anticipated. 


THE SPECIAL PRODUCTS DIVISION 


Combustion process equipment, moulded plastic 
products and electrochemically treated metals are 
but a few of the diverse product areas this Division 
is engaged in. 


The Special Products Division is comprised of 
Spraymould Limited, Molectrics Canada, Inc. and 
The Gas Machinery Company (Canada) Limited, a 
subsidiary of Bartaco Industries Limited. 


Spraymould Limited is a controlled subsidiary 
that is involved with the moulding of thin-walled 
plastic products directly from powdered plastic by 
means of electrostatic coating. This company has been 
concerned with research and development, however 
management is now directing attention toward 
active manufacturing and sales. Marketing programs, 
for plastic food packaging containers, horticultural 
products such as flower pots and applying the process 
to mass food service, are being pursued and 
your directors anticipate the successful growth of 
this company. 


Molectrics Canada, Inc., has developed a unique 
and specialized process for the electrochemical 
treatment of metals. This process will have growth 


potential in the area of the treatment of such metals as 
stainless steel and ferrous castings. Management expects 
that more emphasis will be placed on the development 
of this specialized product area in the latter part of 1976. 


The Gas Machinery Company manufactures and 
distributes combustion process capital equipment. 
Notwithstanding a recent reduction of capital programs 
by various customers, sales for this specialized 
equipment are being maintained at a strong level. 


OUTLOOK 


Effective management control coupled with the 
development of continuing growth programs in all 
Divisions, will enable Galt Malleable Iron Limited to 
take full advantage of its marketing ability and its highly 
competitive production facilities to ensure the continued 
success of the company. 


As in previous years, your directors express their 


appreciation for the loyalty and hard work of all employees 
during 1975. Special appreciation is extended to Mr. Charles 


A. Thompson who recently retired as Vice-President, 
Corporate Development, after 50 years of distinguished 
service to the Company. 


On behalf of the Board of Directors 


D. L.Chandler 
Chairman 


FSR CDs. 


a 


D. R. McKay 
President 


Cambridge, Ontario 
March 22, 1976. 


Five Year Financial Review 


Statement of Income 
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Other Income 
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Income from other investments 


Income before undernoted items. 
incornestaxics meme eee 


Dividends on preference shares 
paid to minority share- 


holders of subsidiary company. 


Income before extraordinary 
LECTS Re ee se ahc on See oe 


Extraordinary items......... 
Niet pinlcOmes ¢.cu sew cee ee ook 


1975 


$12,179,269 
9,429,849 


1974 


$13,627,334 
11,422,916 


LOTS 


SOME eT OU 
9,244,465 


2,749,420 


1,491,679 


2,204,418 


1,465,822 


1982593 


1,149,998 


1972 


$9. 923,126 
8 OF OF 


1,856,389 


1,020,694 


1971 


$ 8,360,270 
6,716,742 


1,643,528 


860,542 


257,744 


273,846 


738,596 


106,243 


782,986 


1950 ,185 
DOO s000 


844,839 
SOOO 


832,540 
370,849 


330,095 
437,294 


782,986 
410,085 


511,702 
384,473 


eee eee 


Financial and other Information 


Working capital 
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Long-term debt 
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Information relating to Class A 
and B shares 


Number of shares outstanding. . 


Shareholders’ equity 
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Earnings per share * 
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& Co, CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of 
Galt Malleable Iron Limited 


We have examined the consolidated balance sheet of Galt Malleable Iron 
Limited and subsidiary companies as at December 31, 1975 and the consolidated 
statements of income, retained earnings, contributed surplus and changes in 
financial position for the year then ended. For the company and its subsidiaries 
our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. For the effectively controlled company accounted 
for by the equity method, we have relied on the report of the auditors who have 
examined its financial statements. 

In our opinion these consolidated financial statements present fairly 
the financial position of the companies as at December 31, 1975 and the 
results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


eT ie. frrateteee + Co. 
Cambridge, Canada 


March 1, 1976 Chartered Accountants 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 


GALT MALLEABLE IRON LIMITED and subsidiary companies 


Assets 


CURRENT ASSETS 
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INVESTMENT IN OTHER COMPANIES 


Non-consolidated subsidiaries (note 3) 
Effectively controlled company (note 4) 
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F. W. Simpson, Director 
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GALT MALLEABLE IRON LIMITED and subsidiary companies 


Consolidated Statement of Income 


YEAR ENDED DECEMBER 31, 1975 
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Consolidated Statement of Retained Earnings 


YEAR ENDED DECEMBER 31, 1975 


1975 1974 

DADANGE. Al BEGUINNIN GiORSY EAR: sox ).0 ih .c mics one toh ei aew canal mee eee $3,477,628 $2,662,426 

PRPC OMICS 2,5. 2 a dois us uate ot eee ee oleae eae Eee ae eC 991,820 896.175 
4,469,448 3,558,601 


Preteremce Shares.ue 5.209 fere kona ene oe ee 4,340 4,208 


Class A and Class B shares including 15% tax on undistributed income ........ 194,110 10,705 
198,450 S073 
BAT CARIC BA: DEIN) BOY BAR oer atte ese, alee eee ae eee a en a $4,270,998 $3,477,628 


Consolidated Statement of Contributed Surplus 


YEAR ENDED DECEMBER 31, 1975 
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Consolidated Statement of Changes in Financial Position 


YEAR ENDED DECEMBER 31, 1975 
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GALT MALLEABLE IRON LIMITED and subsidiary companies 


Notes to Consolidated Financial Statements 


YEAR ENDED DECEMBER 31, 1975 


1. ACCOUNTING POLICIES 

a) Basis of consolidation 
The consolidated financial statements include the accounts of the 80% owned subsidiary company, Molectrics Canada Inc. 
The accounts of the 51% owned companies, Spraymould Limited and Spraymould (Bahamas) Limited have not been con- 
solidated (see note 3 (a)). 

b) Inventories 
Raw materials and supplies and finished goods purchased for resale are valued at lower of cost and replacement cost. Work 
in process and finished goods manufactured are valued at lower of cost and net realizable value. 

c) Investment in other companies 
The investment in the 51% owned non-consolidated. subsidiaries, Spraymould Limited and Spraymould (Bahamas) 
Limited is recorded at cost less provision for decline in value of advances. 


The investment in the effectively controlled company, Bartaco Industries Limited, is recorded on the equity basis. The in- 
vestment on the balance sheet is therefore stated at cost plus the company’s share of undistributed earnings since ac- 
quisition and the statement of income includes the company’s share of income for the year. 


d) Fixed assets 
Buildings, machinery and equipment are stated at appraised values at May 3, 1956, with subsequent additions at cost. All 
other fixed assets are stated at cost. Depreciation is provided on the straight-line basis using the following annual rates 
which are intended to write off the cost of the assets over their estimated useful lives. 


Buildingss wv okey eee oan we re ee eee ane Ie 4% 
Machinery’ and squipment?...c/Jm00 srr aes Cera eae ate 5-10% 
NISTOMOUIVE QUID IED Ete reine tacts che aaa ece tet iy tet e ea e 20% 


e) Deferred charges 
Long-term debt issue costs are amortized over the original lives of the related debt. Deferred development charges re- 
lating to items currently in the development stage are stated at cost less sales revenue therefrom. 

f) Income taxes 
Deferred income taxes arise from claiming depreciation and other items for tax purposes in amounts differing from those 
recorded in the accounts. 

g) Pension plans 
Current service costs are charged to income as they accrue. The unfunded past service liability is being charged to income in 
annual amounts as set out in note 8, 


2. INVENTORIES 1975 1974 
Raw.materials and: smp plese ira ya e-ue auncnsnot hous) saypeme aera Se $577;059 $ 656,483 
Wark i procesagy see seein ane Senchaa seb o'o carcass tee ae 328,392 Boonlsy, 
Finished goods 
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Purchased hor resale muses sr vie cen use afs.c avail ouravestbayhee he oo 137,717 154,546 
$1,428,069 $1,305,826 


3. INVESTMENT IN NON-CONSOLIDATED SUBSIDIARIES 


a) The company has operational control of Spraymould Limited and Spraymould (Bahamas) Limited and is committed to con- 
tribute its management expertise to their operations, 


Should Galt give up its operational control it would be required to relinquish its shares in the Spraymould companies. Ac- 
cordingly the accounts of these controlled subsidiaries have not been consolidated in these financial statements. 


b) Galt has guaranteed bank advances to Spraymould of $159,000 at December 31, 1975, and while it retains operational con- 
trol, is committed to the guarantee of further advances and interest thereon for the financing of Spraymould operations. 
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c) Spraymould is in the research and development stage of its corporate existence and all expenses net of government grants and 
sales revenue have been treated as deferred charges. The ultimate worth of the assets shown in the following summary of 
financial data and the company’s investment in Spraymould is dependent on the successful development of the production 
process, suitable financing and subsequent sales or royalty agreements at adequate prices. A provision for decline in value of 
advances to Spraymould in the amount of $125,000 has been reflected in the accounts of the company at December 31, 1975. 


The investment consists of: 


Shares, at cost (51% owned in 1975 and 1974) 
8% Advances maturing July 31, 1982 less provision for decline in value 


Spraymould Limited, summary of financial data: 


Current assets 

Receivable from affiliate 

Fixed assets, net of depreciation 
Deferred charges 


Current liabilities 
Long-term debt 
Capital stock 


Spray mould (Bahamas) Limited is currently inactive. Its assets and liabilities are not material. 


4, INVESTMENT IN EFFECTIVELY CONTROLLED COMPANY 


Cost of shares of Bartaco Industries Limited 
(35.5% owned; 32.5% in 1974) 


Share of undistributed earnings since acquisition 


975 


$ 9,705 
340,996 
$350,701 


June 30, 1975 
Audited 


det OO OL5 
615939 
268,945 
1,981,202 


§ 2,421,101 


$ 245,220 
2,038,381 
137,500 


$2,421,101 


1975 
$ 745,012 
629,603 
$1,374,615 


1974 
$ 9,705 
$9 25705 


December 31, 1975 
Unaudited 


$ 238,186 
36,242 
298,951 
ZoloOse2d 


$ 2,703,580 


$ 194,404 
2,37 1,676 
137,500 


$92,703,580 


1974 


$ 624,082 
183,178 


$ 807,260 


Subsequent to December 31, 1975 the company purchased an additional 67,000 shares (2.7%) of Bartaco Industries Limited 


at a cost of $120,600. 


5. BANK INDEBTEDNESS 


Bank indebtedness is secured by an assignment of book debts and inventories, 
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6. LONG-TERM DEBT 


Notes to Consolidated Financial Statements (Continued) 


1975 1974 
5%% First mortgage sinking fund bonds use ey, 
due July 1, 1976 104,000 130,500 
Less sinking fund cash 33,665 25,671 
7O2835 104,829 
5%% General mortgage sinking fund bonds 
due July ee LOsit 154,000 157,000 
7%4% Debenture due July 15, 1982 1,271,900 1,465,100 
10% First mortgage bonds due 
June 15, 1982 405,496 469,496 
Bank loans, payable $100,000 
semi-annually, due 1980 900,000 550,000 
2800.73 2,746,425 
Less principal included in current liabilities 540,901 368,665 
$ 2,260,830 8 DB sO 


The bonds and debenture are secured by the parent company’s fixed assets and by floating charges on all its assets and under- 
takings. The bank loans are secured by an assignment of shares in the effectively controlled company and the temporary in- 
vestment. 


The company has agreed to certain regulation of the following activities: 
a) Investments 

b) Purchase and disposal of fixed assets 

c) Issue of long-term debt 

d) Issue and redemption of capital stock 


Principal due on long-term debt within each of the next five years is as follows: 


1976 $540,901 
1977, $487,434 
1978 $489,097 
1979 $490,851 
1980 $392,702 


7. CAPITAL STOCK 
Effective May 12, 1975 the company reclassified all existing 2,000,000 Common shares into 999,500 Class A shares, 999,500 
Class B shares and 1,000 Common shares. The 652,500 Common shares then issued and outstanding were reclassified as Class 
A shares. 


The Class A and Class B shares are interconvertible and the Class B shares are eligible for tax deferred dividends. Such dividends 


are effectively reduced by the company’s tax cost related thereto. In all other respects the rights of the Class A, Class B and 
Common shares are identical. 


During 1975, 4,900 Class A and Class B shares were purchased and cancelled. 


8. UNFUNDED PENSION COMMITMENT 
The most recent independent actuarial report indicates that the liability for unfunded past service pension benefits not pro- 
vided for in the accounts at December 31, 1975 is approximately $105,279. It is the company’s intention to fund this liability 
by annual instalments (including interest) of $30,397 through 1977 and thereafter of $16,625 through 1988. 


9. RESTRICTIONS ON DIVIDENDS 
The company is subject to the provisions of the Anti-Inflation Act which provides, as from October 14, 1975, for the restraint 


of dividends. 
10. OTHER STATUTORY INFORMATION 
1975 1974 
Direct remuneration of directors and senior officers $136,123 $139,968 
Depreciation and amortization 385,689 394,574 


aE EIEEnee apron 7 mee Re ee ee ee ee 
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Galt Malleable Iron Limited 


Head Office: P.O. Box 396, Cambridge (Galt) Ontario, NIR 5V8 


PRINCIPAL OPERATING PLANTS: 
Cambridge: 


Galt Malleable Iron Limited— Foundry Division 
Galt Malleable Iron Limited— Hardware Division 


Brantford: 
Galt Malleable Iron Limited— Foundry Division 


CONTROLLED SUBSIDIARIES 
Waterloo: 


Spraymould Limited 
Molectrics Canada Incorporated 


ASSOCIATED COMPANIES 
Orillia: 
Bartaco Industries Limited 
Otaco Limited— Foundry Division 
Otaco Limited—Factory Division 
Otaco Industries Limited—Transit Seating Division 
Rexdale: 


The Gas Machinery Company (Canada) Limited 
Wayne Forge Limited 


